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The impact of related party transactions on accounting conservatism and the
role of shareholders in adjusting it: A study of companies in the Iraq Stock
Exchange
Saja Daoud Karim

Abstract

This research aims to examine the impact of related party transactions on the level
of accounting conservatism in companies listed on the Iraq Stock Exchange,
focusing on the moderating role of institutional shareholders in this relationship.
The importance of the topic stems from the fact that related party transactions
inherently carry the potential for conflicts of interest and distortion of financial
reporting, which may reduce the degree of accounting conservatism and increase
the opportunities for management to engage in opportunistic behavior. Conversely,
the presence of institutional shareholders, with their supervisory influence and
long-term investment experience, can contribute to mitigating these negative
effects or even transforming them into positive ones by enhancing transparency
and disclosure. The study adopted a quantitative descriptive-analytical approach
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using data collected from a sample of (30) companies listed on the Iraq Stock
Exchange during the period (2015-2024). The data were analyzed using multiple
linear regression and the EViews program. The results showed that related party
transactions significantly affect the level of accounting conservatism, as they may
serve as a tool to weaken conservatism by manipulating earnings and postponing
the recognition of losses. However, the presence of active institutional shareholders
contributes to moderating this relationship through their oversight and supervisory
role, leading to enhanced conservatism in companies with a strong and institutional
ownership structure. The results also indicated that the nature of institutional
shareholders and their degree of independence are a pivotal factor in determining
the strength of this moderating role.

Keywords: Accounting conservatism, related party transactions, institutional
shareholders, Iraq Stock Exchange.
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